Prediction markets blur lines between trading and gambling as concern over addiction and regulation grows
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Prediction markets are moving from the fringes of finance into the centre of a far broader argument about gambling, regulation and addiction. The operators behind platforms such as Kalshi and Polymarket insist they are trading venues, not sportsbooks, and say federal oversight places them closer to exchanges than casinos. But clinicians, recovering gamblers and state officials increasingly describe a product that, in practice, can look and feel much like sports betting.
That clash is now playing out in courtrooms and statehouses, but it is also showing up in therapy sessions. Addiction specialists interviewed by The Associated Press say some clients who had already barred themselves from legal sportsbooks have relapsed through prediction markets, drawn back by the same cycle of anticipation, loss-chasing and secrecy that defines problem gambling. One young soccer coach and a tax accountant told the AP they found prediction markets after trying to protect themselves from conventional betting, only to see their financial and personal problems deepen again.
The appeal is easy to see. Prediction markets let users trade on the outcomes of sports and other real-world events, and the platforms market the experience as a market rather than a wager. Yet the behavioural risks may be no different, according to clinicians cited by the AP. Dr Cynthia Grant of Birches Health said the setting may change, but the pattern often does not. Jody Bechtold, who runs The Better Institute in Pennsylvania, said the same warning signs keep appearing: increasing stakes, chasing losses, deception and the impact on daily life.
The controversy is sharpened by the regulatory gap. State gambling systems generally apply age limits and self-exclusion tools, but prediction markets sit in a murkier federal space. Some platforms, including Kalshi, have introduced voluntary self-exclusion measures, and several are working on a national opt-out system, but it is unclear how that would align with state-run betting bans. In states where sports gambling is restricted or illegal, prediction markets can still be available, adding to the sense among critics that they amount to a workaround.
The scale of the market is growing fast enough to worry both public-health experts and regulators. Kalshi said its trading volume on this year’s NCAA men’s basketball tournament topped $2 billion, while Polymarket handled $10.6 million on the championship game between Michigan and Connecticut, according to the AP. Bank of America has estimated that the U.S. market for sports-focused event contracts could eventually reach about $1.1 trillion in annual volume. Some practitioners say the spread of these apps across multiple platforms, and their ease of use throughout the day, is likely to increase the danger for vulnerable users.
The legal fight is also widening beyond addiction concerns. Separate reports from AP and other outlets have highlighted scrutiny over insider trading, including allegations tied to military and political events, reinforcing worries that these markets can be abused in ways that resemble neither traditional investing nor ordinary gambling. Kalshi says its model is more transparent and less predatory than casino-style betting because there is no house taking the other side, but critics argue that the consumer harm may matter more than the technical structure. For the recovering gamblers described by the AP, the label on the product has mattered less than the damage it caused.
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